) ~ny Zngdemn.iied Par
ingemniiizzt.cn .nder zaragraon )
upon -ear“;-:

wishing =2 claim
:his Sectizn %.12,

O (!
fh'\:

m.

-
-

W
o )
<

sucn claim, actisn, suit, proceeding or

investigac:: znai. greomprly notify SBC thereof, put the
failure to s> :::;57 snall not rceiisve Z23C =f any liability
it may have :: such IndemniZied Parcy if such failure does
not materiallv treludice SBC. In the event of any such
claim, actizn, suic

. proceeding or iavestigation (whether
arising before cr after the Effective Time), (i) SBC or the
Surviving Corpcration shall have the right to assume the

defense thereof and SBC shall not be liable to such

Indemnified Part:ies for any legal expenses of other counsel

or any other sxpenses subsequently incurred by such Indemni-

fied Parties in connection with the defense thereof, except

that if SBC or the Surviving Corporation elects not to
assume such defense ~-r zcunsel for the Indemnified Parties
advises that cthere are issues which raise conflicts of
interest between SBC or the Surviving Corporation and the
Indemnified Parties, the Indemnified Parties may retain
counsel satisfactsry t£o them, and SBC or the Surviving
Corporation snall pay all reasonable fees and expenses of
such counsel Zor the Indemnified Parties promptly as state-
ments therefor are received; provided, hawever, that SBC
shall be obligated pursuant to this paragraph (b) to pay for
only one firm of counsel for all Indemnified Parties in any
jurisdicticn, (ii) the Indemnified Parties will cooperate in
the defense of any such matter, and (iii) SBC shall not be

liable for any settlement effected without its prior written
consent.

(e) SBC or the Surviving Corporaticn shall
maintain a poliicy of cfficers' and directors' liability
insurance for acts and omissions occurring priecr to the
Effective Time ("R&0 Insurapce”) with coverage in amount and
scope at least as favorable as the Company's existing
directors' and officers' liability insurance coverage for a
period of six years after the Effective Time: provided,
bowever, if the existing D&O Insurance expires, is
terminated or cancelled, or if the annual premium therefor
is increased to an amount in excess of 175% of the last
annual premium paid prior to the date hereof (the "Currsaf
Premium"), in each case during such six year periocd, SBC or
the Surviving Corporation will use its best efforts to
obtain D&O Insurance in an amount and scope as great as can
be obtained for the remainder of such period for a premium

not in excess (on an annualized basis) of 175% of the
Current Premium.
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-d)

IE Z2C :z -ne Zurwiving TSzporaticn Cr any
of 1ts successczz oo ozssigns L) shall consolldate wWith or
merge iatc any tther cSsrgcoraticn or entity and shall not be
The continuing o survivTing corpcration or entity <I such
consolidatzzn :r merger :r ‘i) shail. =-ransfer 3ll or
substantialily 3il =f i1:s croperties and assets to any
individuai, ccrpcracicsn cr other entity, then and in each
such case, creccer ¢

rovisions shall be made so that :the
successors znc =ssigns £ SBC or =he 3Surviving Corgoration,

as the case may oe, shall assume all of the obligations set
forth in this Section.

(e) The crovisions cf this Section are intended

to be for the cenefi: of, and shall be enforceable by, each
of the Indemn:Iied Part:-2s, -heir heirs and thei:r
representac.ves.

6.13. Takeover <tatute. If any Takeover Statute
is or may beccme applicable to the Merger or the other
transactions contempiated by this Agreement or the Stock
Option Agreement, each party hereto and its board of
directors shall grant such approvals and take such actions
as are necessary so that such transactions may be consum-
mated as promptly as practicable on the terms contemplated
by this Agreement or the Stock Option Agreement or by the
Merger and otherwise act to eliminate or minimize the
effects of such statute or regulation on such transactions.

6.14. Dividends. The Company shall coordinate
with SBC the declaration, setting of record dates and
payment dates of dividends on Company Shares so that holders
of Company Shares do not receive dividends on both Company
Shares and SBC Tommon Stock received in the Merger in
respect of any calendar quarter or fail to receive a
dividend on either Company Shares or SBC Common Stock
received in the Merger in respect of any calendar quarter.

6.15. Confidencialitv. The Company and SBC each
acknowledges and confirms that it has entered into a

Confidentiality and Non-Disclosure Agreement, dated

October 22, 1997 (the "Confidentiality Agrsement”), and that
the Confidentiality Agreement shall remain in full force and

effect in accordance with its terms, whether or not the
Merger is consummated.

6.16. r Lo c ! rats .
Nothing contained in this Agreement shall give SBC, directly
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2r iladireczlic

Y, C1INTI S zontrsl or direct the Companv's
operations criir Tz the Zffactove Time. Pricr Io .the
Sffective Time, the T:ompany shall axercise, onsistent with
the terms znd ~cndiz:zons sf -—his Agreement, complete control
and supervis.cn -I l:is zperaticns.

1]

6..7. :ix
the tax opinicas desc
this Agreemerit, zach
representation lectar

anracanrzrion 'Tarcars, Tor gurroses of
ibed in Sectizns 7.2(c) and 7.3(c) of
£ the Company and SBC shall provide

, -n form and substance reasonably
satisfactory to the Company and SBC, each dated as of the
date that is two business days prior to the date the
Prospectus/Proxy Statement is first mailed to shareholders
of the Company and reissued as of the Closing Date.

-
o-
-~
—
-1
-

6..3. Izapsiar T3xes. All state, local, ZIoreign
Qr provinciali salies, 2:se, real property cransr--. stock
transfer or similar Taxes (including any interesc or
penalties with respect <hereto) attributable to the Merger
(collectively, the "Trapnsfsr maxes"' shall be timeiy paid by

the Company, which payments, if any, shall be made from the
Escrow Acccunt i1f required by Section 4.5.

ARTICLE VII
Conditions

T.1. congis-oone ~n Tach Dapes’= Obligavian <9
ELfacr the Marzer, The respective obligation of each party
to effect the Merger :s subject to the satisfaction or

waiver at or prior to the Effective Time of each of the
following conditions:

(a) Sharahglder Rpproval. This Agreement shall
have been duly approved by holders of Company Shares
constituting the Company Requisite Vote:

(b)  NYSE Listing. The shares of SBC Common
Stock issuable to the Company shareholders pursuant to this

Agreement shall have been approved for listing on the NYSE
subject to official notice of issuance.

le) Govercmental Consents. The waiting period

applicable to the consummation of the Merger under the HSR
Act shall have expired or been tarminated and all material

NY{252S: 131850.10 -43~-



Tompany Segusl:s
with the ICT

[

22 T:nsenz: and SEC fequired Consent:= Irom cr
ine IFUC :r 3ny cther Governmental Iatlity
snall have c=en Taage -r cptained zursuant =2 a trinal Order,
free cf zny -cngitizns :zdverse o the Pomnanv or SBC ‘other
than Zcr zznzozizns -—nat L) are not asonanl; “ilkely,
individuaily =r .o tne zggregate, 2 nave a Mater:-zl Adverse
Effect con the Company Zollowing the :ffectéve Time, or

(ii) are not :-easonaply likely to have a Material Adverse
Effect on SBC '*l--w;nq"ne Effective Time (it being
understood that, Ior cthis purpose, mater;ality shall be
determined with referance to the total enterprise value of
the Company and _ts Subsidiaries, taken as a whole, rather
than that of 23C ind its Subsidiaries, taken as a whole, and
taking into accsunt any material rescrictions on the ability
of SBC or any <f iz Significant Subsidiaries to conduct its
operations as :urIrantl, conaucted or as proposed 2 be
conducted by .zi!. Ffor the purposes of this Agreement,
"Einal Order" means an action or decision that has been
granted as to which '‘a) no request for a stay or any similar
request is pending, no stay is in effect, the action or
decision has not teen ~-acated, reversed, set aside, annulled
or suspended and any deadline for filing such a request that
may be designated by statute or regulation has passed, (b)
no petition fcr rehearing or reconsideration or application
for review is pending and the time for the filing of any
such petition or application has passed, (c) none of the
FCC, the DPUC or any other Governmental Entity has the
action or decision under reconsideration on its own motion
and the time within which it may effect such reconsideration
has passed and (d) no appeal is pending {including other
administractive or judicial review) or in effect and any
deadline for filing any such appeal that may be specified by
statute or rule has passed, which in any such case (a), (b),
(¢) or (d) is reasonably likely to result in vacating,
reversing, setting aside, annulling, suspendzng or modifying
such action or decision (in any such case in a manner which

would have a Material Adverse Effect on SBC or the Company
following the Effective Time).

"

(d) Laws and Ordere. No Governmental Entity of
competent jurisdiction shall have enacted, issued,
promulgated, enfqrced or entered any Law (whether temporary,
‘preliminary or permanent) that is in effect and restrains,
enjoins or otherwise prohibits consummation of the Merger or
the other transactions contemplated by this Agreement Or
that is, individually or in the aggregate with all other
such Laws, reasonably likely to have a Material Adverse
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sn SEC :z =ne I:ompany ‘collectovely, an "Lzgex"', and
= lzpartmen: I Justize, the federal Traae
-y TP e e

2T sr zhe CPUC =hall have lastituted any

= T
none <t
Commission,
proceedins ==

- =nreatsned in writing or tublicly announced
its ilaten<tosn Tt LnAsSTLTuUTa =Ny Croceeding seeking any such
Orgder.

(e) S-4. The S~-4 Registration Statement shall
have beccme =Zfective under che Securities Act. No stop

order suspending the effectiveness of the S~4 Registraction
Stactement shail have been issued, and no proceedings for

that purpose shall have ceen initiated or be threatened by
the SEC.

7.2. congisisone o Oblizarione ~f SRC =nd Merger
Sub. The oblizaticns of SBC and Merger Sub to effect the
Merger are also subjecz <o the satisfaction or waiver by SBC

at or prior =5 the Effective Time of the following
conditions:

(a) Represencations and Warxanties. The
representations and warranties of the Company set Zorth in
this Agreement (i) to the extent qualified by Material
Adverse Effect shall be true and correct and (ii) to the
extent not qualified by Material Adverse Effect shall be
true and correct, except that this clause (ii) shall be
deemed satisfied so long as any failures of such
representations and warranties to be true and correct, taken
togecher, do not have a Material Adverse Effect on the
Company, in each case (i) and (ii), as of the date of this
Agreement and (except -0 the extent such representations and
warranties speak as of an earlier date) as of the Closing
Date as though made on and as of the Closing Date, and SBC
shall have received a certificate signed on behalf of the

Company by an executive officer of the Company to such
effect.

(b) £ L

Berformance of Obligations of the Company
The Company shall have performed all material obligations
required to be performed by it under this Agreement at or
prior to the Closing Date, and SBC shall have received a
certificate signed on behalf of the Company by an executive
officer of the Company to such effect.

(e) Tax Opinion. SBC shall have received the
opinion of Sullivan & Cromwell, special counsel to SBC,

dated the Closing Date, to the effect that the Merger will
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oe treated I:-r Tederz.l _nccocme T3X turcoses &S 2 reorganiza-
tion within =ne meaning I Secticn 388(as; <f the CTzde, and
that each < I3C, dergesr Zub and the Ccompany will be a party
to that :eo:;a.z:;:;~ within the meaning cf Section 268 (b)
2f the Code:; .: feing :nderstcod zhat ia rendering such
opinion, such tTax counsei shall e entitled to ely upon
representaticns crovided Sy the parties hereto in the
representation _a2tters referred to in Section 6.17.

(dy pting Share=s. The Dissenting Shares
shall not constizute more than 9% of the aggregate number of
Company Shares outstanding immediately prior to the
Effective Time grovided, hgwever, that -his condition shaill
be deemed to be waived ty SBC if the condition set forth in
Section 7.2(e) s deemed waived ty SBC cursuant =o the
proviso to Secticn T .lle).

-

(e) 2 ‘I ar. SBC shall have
received a letter Irom :ts independent public accounting
firm to the effect that the Merger will qualify for
"pooling-of-interests" accounting treatment: Rrovided,
however, that this condition shall be deemed to be waived by
SBC if SBC's independent accounting firm shall have failed

to deliver such letter solely as a resul:t of one or more SBC
Pooling Actions.

For purposes of this Section 7.2(e), "SBC Pooling
Action" shall mean (i) any action taken by SBC or any of its
Subsidiaries after the date herecf that would prevent the
Merger from gualifying for "pooling-of-interests"” accounting
treatment if any of the executive officers of SBC actually
knew or, after appropriate inquiry, should have known that
such action would prevent the Merger from qualifying for
"pooling-of-interests"” accounting treatment, (ii) the escrow
arrangements referred to in Section 4.5 hereof, if the
Company's obligation to make such arrangements has not been
waived by SBC in accordance with Section 4.5 and (iii) any
condition existing on the date hereof which, with reference
only to SBC and its Subsidiaries, would prevent the Merger
from qualifying for "pooling-of-interests" accounting treat-
ment under the currently published and effective guidelines
and interpretations of the American Institute of Certified
Public Accountants, the Financial Accounting Standards Board

and the SEC relating to "pooling-of-interests" accounting
treatment.
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7.3,  ZSAgizisos -2 Sbiizxapion oF

Lo f Sse Clmpany.
The obligatizz =f :zhe lampany =2 effect the Merger -s also
subject :> t=e =satisziacticn or wWaiver ty the Iimpany at or
prior to zhe Zifsctive Time <f <he Isllowing conditions:

(ai raganT=rs P g ranrsae The

representatiins and warranties of SBC and Merger Sub set
forth in this Agreement ‘i) to the extent Jualified by
Material Adverse Effect shail be true and correct, and

(ii) to the extent not gualified by Material Adverse Effect
shall be true snd correct, except :that this clause {(ii)
shall be deemed satisfied so long as any failures of such
representations and warranties to be true and correct, taken
together, do not have a Material Adverse Effect on SBC, in
each case (i) and [ii), as cf the date of this Agreement and
(except <o the =xtent :zuch representations and wWwarrznties
speak as of an earliler date) as of the Closing Date as
though made on and as of the Closing Date, and the Company

shall have received a certificate signed on benalf of SBC by
an executive cfficer of SBC to such effect.

(b) podeo o i i ~nf SRC 3nd
Merger Sub. =Zach of SBC and Merger Sub shall have performed
all material obligations required to be performed by it
under this Agreement at or prior to the Closing Date, and
the Company shall have received a certificate signed on

behalf of SBC and Merger Sub by an executive officer of SBC
to such effecr.

(e} Tax 7pinion. The Company shall have
received the cpinion of Cravath, Swaine & Moore, counsel to
the Company, dated the Closing Date, to the effect that the
Merger will be treated for Federal income tax purposes as a
reorganization within the meaning of Section 368 (a) of the
Code, and that each of SBC, Merger Sub and the Company will
be a party to that reorganization within the meaning of
Section 368(b) of the Code; it being understood that in
rendering such opinion, such tax counsel shall be entitled
to rely upon representations provided by the parties hereto
in the representation letters referred to in Section 6.17.
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ARTIZZZ IIZ

Terminacticnh

3.. ToypmeaarEsam mer Myreeeald
. . oy I . o3

“-neanc. This
Agreemen:t may ze -

e

-

rm.nated and -he Merger may cte abandoned
s =he Zffactive Time, whether before or
)

v sharehoiders of the Company ceferred
. ay mutual written consent 5 the
oy action of their respective boards of

after <he aoprﬂ"al
TO in Section ".lia
Company ana SB2C,
directors.

8.2. Tarmi~atri~n by Cither SBC or the Commany.
This Agreement may ce zgrminated and the Merger may be
abandoned at z=nv -“.me zrior to the Effective Time by action
of the toarc = zirec:icrs of either SBC or the Ccmpany if
(i) the Merger =na.. not have been consummated ty December
31, 1998, whether such date is before or after the date of
approval by the sharenolders of the Company (the

ion Tage"'; crovided, however, that 1f the Company
or SBC determines zhat additional time is necessary in
connection with obtaining a Company Required Consent or a
SBC Required Consent ‘rom or with the FCC, the DPUC or any
other Governmental Entity, the Termination Date may be
extended by the Company or SBC from time to time by written
notice to the other party to a date no later than June 30,
1999 (the "Extended Tarminagion Date”), (ii) the approval of
the Company's sharenclders required by Section 7.1(a) shall
not have been obtained at a meeting duly convened therefor
or at any adjournment or postponement thereof or (iii) any
Order permanently restraining, enjoining or otherwise
prohibiting consummation of the Merger shall beccme final
and non-appealable !(whether before or after the approval by
the shareholders of the Company); pravided, that the right
to terminate this Agreement pursuant to clause (i) above
shall not be available to any party that has breached in any
material respect its obligations under this Agreement in any
manner that shall have proximately contributed to the
failure of the Merger -o be consummated.

8.3. Termination by the Companv. This Agreement
may be terminated and the Merger may be abandoned at any
time prior to the Effective Time, whether before or after
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the zpprcval

2+ snarencilcers <f <he Company referzed to in
Secticn T...a), zv actizn cf <he coard of directors of the
Companv:
(a) If . zhe Zcmpany zhall not nave willfully

breached any <I :the terms cf this Agreement in a manner
resulting in Zfailure of 3 condition set Zarth in

Section 7.2(a) z2r 7.2(b), (ii) the board of directors of the
Company apprcoves a2ntering into a binding written agreement
concerning s transaction that constitutes a Superior
Proposal and the Company notifies SBC in writing that the
Company wishes 2 enter into such agreement, (iii) SBC does
not make, within five tusiness days of receipt of the
Company's written notificaction of its desire to enter into a
binding agreement Zor s Superior Proposal, an offer that the
board of directzrs cf zhe Company believes, in good faith
after consuitat.on with its financial advisors, is at least
as favorable, Zrom a financial point of view, to the
shareholders of the Company as the Superior Proposal, and
that contains z2rms and conditions (other than with respect
to type or amount of consideration) that do not differ
materially from either the terms and conditions of this
Agreement or the terms and conditions of the proposed
agreement Zor such Superior Proposal and (iv) the Company
prior to such termination pays to SBC in immediately
available funds any fees required to be paid pursuant to
Section 8.5. The Company agrees to notify SBC promptly if
its desire to enter into a written agreement referred to in

its notification shall change at any time after giving such
notification.

(b) If there has been a breach by SBC or Merger
Sub of any representation, warranty, covenant or agreement
contained in this Agreement which (i) would result in a
failure of a condition set forth in Section 7.3(a) or 7.3(b)

and (ii) cannot be cured prior to the Extended Termination
Date. ' :

8.4. ZTermination by SBC. This Agreement may be
terminated and the Merger may be abandoned at any time prior
to the Effective Time by action of the board of directors of
SBC if (i) the board of directors of the Company shall have
withdrawn or adversely modified its approval or
recommendation of this Agreement or failed to reconfirm its
recommendation of this Agreement within ten business days
after a written request by SBC to do so, provided that such
a request is made after the board of directors of the
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Company nas =:xen :znv

= zhe acticns speciilied n clause (C)
2r (D) of =zne zzowiso o Sectisn S.2 with zespect IO an
Acguisiticn Sroposal :nd zuch Acguisition Proposal nas not
been rejeczzd =7y sucn toarc of directcrs or wWithdrawn,

(ii) there nzas ceen : creacn ty the Zcmpany of any
fepresentat.:cn, ~arIincy, cSovenant Sr agreement contained in

this Agreement wnich (A) would result in a failure of a
condition setr Zzrrth-in Section 7.2(a) or 7.2({b) and (B)
cannot be cured grior to the Extended Termination Date or
(1ii) if the Company or any of its Representatives shall
take any of the actions that would be proscribed by

Section 6.2 but for the exception therein allowing certain
actions to ce taken pursuant to clause (C) or (D) of the
proviso thereoif ‘other than any such actions taken pursuant
to such clause 'C) with respect to any bona fide written
Acguisition Froposal 'received after the date hereof that
was not solicmted by the Company after the date hereof)
taken during che ten calendar day period following receipt
of such Acguisition Proposal by the Company if, and only if,
the Company receives such Acquisition Proposal during the
Initial 15 Day Period). For purposes of this Agreement, the
"Initial 1S Day Period" shall mean the 15 calendar day
period commencing with the first calendar day after which
this Agreement shall have been filed by SBC or the Company

with the SEC as an exhibit to a Current Report on Form 8=K
under the Exchange Act.

8.5. [ Yeoid ™ § nt .,

(a) In the event of termination of this Agreement and the
abandonment of the Merger pursuant o this Article VIII,
this Agreement .other than as set forth in Sect:ion 2.1)
shall become void and of no effect with no liability on the
part of any party hereto (or of any of its directors,
officers, empicyees, agents, legal or financial advisors or
other representatives); provided, however, except as
otherwise provided herein, no such termination shall relieve
any party hereto of any liability or damages resulting from
any willful and intentional breach of this Agreement (in any
such case in which SBC is not the breaching party, to the
extent any such liability or damages exceed any Termination

Fee which may have been paid to SBC pursuant to
Section 8.5(b)).

(b) In the event that (i) after the date hezreof a
bona fide Acquisition Proposal with respect to the Company

or any Subsidiary of the Company that was not solicited by
the Company after the date hereof shall have been made toO
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“he Compan~

cr any =2 1zs Subsidizries and made inown T2
sharehoiders cenerzily =r nas ceen nmade directly =2
shareholders zsneraily <r any Ferson shall have publiczly
announced =n .ltenticn <hether =r not conditional) to make
a pona fide ~cgurs:ice s

on Froposal with respect to the Company

or any Subs:.dia he Company and such Acquisition

v =f
Proposal or znnounced :intention shail not have been
withdrawn cricr <o the Shareholders Meeting and thereafter

termiraced by either SBC or the Company
pursuant to Section 3.2{ii) and within nine months after
such termination the Company shall have entered into an
agreement -0 consummate a transaction that would constitute
an Acquisition Proposal Lf it were the subject of a
proposal, or (ii) this Agreement s terminated (X) by the
Company pursuant <2 Section 8.3{a) or (y) by SBC pursuant o
Section 8.4(i), !ii) ‘'solely with respect t0 & willful and
intentionali -reach of Section 5.2) or (iii), then the
Company shall promptly, but in no event later than two days
after the date of such termination (except as otherwise
provided in Section 8.3(a)) or, in the case of a termination
pursuant to Sectmon 8.2{ii), two days after the relevant
agreement _s entered into, pay SBC a fee equal to $123
million (the "Termination Fee"), which amount shall be
exclusive of any expenses to be paid pursuant to
Section 6.11, payable by wire transfer of same day funds.
The Company acknowledges that the agreements contained in
this Section 8.5(b} are an integral part of the transactions
contemplated by this Agreement, and that, without these
agreements, SBC and Merger Sub would not enter into this
Agreement; acccrdingliy, if the Company fails to promptly pay
the amount due pursuant o this Sect:ion 8.5(b), and, in
order to obtain such payment, SBC or Merger Sub commences a
suit which results in a judgment against the Company for the
fee set forth in this paragraph (b), the Company shall pay
to SBC or Merger Sub its costs and expenses (including
attorneys' fges) in connection with such suit, together with
interest on the amount of the fee at the prime rate of
Citibank N.A. in effect on the date such payment was
required to be made. Solely for purposes of
Section 8.5(b) (i), the term "Acquisition Proposal" shall
have the meaning assigned to such term in Section 6.2(a)
except that references to "15%" in the definition of
"Acquisition Proposal™ in Section 6.2{(a) shall be deemed to
be references to 35% and the reference in such definition to
"or any of its Subsidiaries listed on Schedule 1" shall be

deemed to be a reference to "or the Southern New England
Telephone Company".
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Miscellzneous and Ganeral

3... Suaroecc=i. This Articie IX {other zhan
Sections 2.2 znd >.4; s3na the agreements cf the Company, SBC
and Merger :Sub

scntained in Sections 6.10 (Benefits), 6.11
(Expenses) and <..2 ‘Inaemnification; Directcrs' and
Officers' Tnsurance: snall survive the consummation of the
Merger. This arziclie IX (other than Section 9.2
(Modificatizcn ~r amenament!, Section 9.3 (Waiver of
Conditions) and Zection 2.14 (Assignment)) and the
agreements of the Icmpany, SBC and Merger Sub contained in
Section 6..1 ‘Expenses), 3ection 6.15 (Confidentiality) and
Section 2.5 £fZffsct :I Termination and Abandonment: shail
survive the -2rm:inacizn of this Agreement. All other
representations, warranties, covenants and agreements in
this Agreement snhal. not survive the consummation of the
Merger or the za2rminatizn of this Agreement.

9.2. ModiZi-ation or Zmendment. Subject to the
provisions of applicable law, at any time prior to the
Effective Time, :the parties hereto may modify or amend this

Agreement, by written agreement executed and delivered by

duly authorized officers of the respective parties.

9.3. Waiver ~f conditions. (a) Any provision of
this Agreement may be waived prior to the Effective Time if,
and only if, such waiver is in writing and signed ty the
party against wnom the waiver .s to be effective.

(b} No failure or delay by any party in
exercising any right, power or privilege hereunder shall
operate as a waiver thereof nor shall any single or partial
exercise thereof preclude any other or further exercise
thereof or the exercise of any other right, power or
privilege. Except as otherwise herein provided, the rights
and remedies herein provided shall be cumulative and not
exclusive of any rights or remedies provided by law.

9.4. ggnn;g:na;;a. This Agreement may be
executed in any number of counterparts, each such counter-

part being deemed =5 be an original instrument, and all such
counterparts shall together constitute the same agreement.
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IRIAL. (a) wzsmsmnnmmumm
AMD IN ALL RESPECTS SHALL BE INTERPRETED, COMSTRUED AND
GOVERMED BY AND IN ACCORDANCE WITH THRE 1AW OF THE STATE OF
DELAMARE, WITHOUT REGARD TO THE COMFLICT OF LAW PRINCIPLES
TEERROY, EXCEPT THAT TEE MERGER SHALL BE GOVERNED BY AMD IN
ACCORDANCE WITE THE CBCA, TO THE EXTENT APPLICABLE. The
parties herecy irrevocably submit to the jurisdiction of the
Federal courts of the United States of America located in
the State of. Celaware solely in respect of the interpreta-

tion and enfcrcement of the provisions of this Agreement and

of the documents referred to in this Agreement, and in

respect of the rtransacticns contemplated hereby and thereby,

and hereby waive, and agree not o assert, as a defense in
any action, suit >r groceeding for the interpretation or
enforcement ~ereof 2r <of any such document, that t is not
subject thererto or that szuch action, suit or proceeding may
not be brought or is not maintainable in said courts or that

the venue thereof may not be appropriate or that this

Agreement or any such document may not be enforced in or by
such courts, and the parties hereto irrevocably agree that
all claims with respect to such action or proceeding shall
be heard and determined in such a Federal court. The parties
hereby consent to and grant any such court jurisdiction over
the Person of such parties and over the subject matter of
such dispute and agree that mailing of process or other
papers in connection with any such action or proceeding in
the manner provided in Section 9.6 or in such other manner

as may be permitted by law, shall be valid and sufficient
service thereor.

(b) EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY
CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT IS LIKELY

TO INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE
EACH SUCH PARTY HEREBY IRREVOCABLY AND UNCONDITIONALLY
WAIVES ANY RIGHT SUCH PARTY MAY HAVE TO A TRIAL BY JURY IN
RESPECT OF ANY LITIGATION DIRECTLY OR INDIRECTLY ARISING OUT
OF OR RELATING TO THIS AGREEMENT, OR THE TRANSACTIONS
CONTEMPLATED BY THIS AGREEMENT. EACH PARTY CERTIFIES AND
ACKNOWLEDGES THAT (i) NO REPRESENTATIVE, AGENT OR ATTORNEY
OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE,
THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION,
SEEK TO ENFORCE THE FOREGOING WAIVER, (ii) EACH SUCH PARTY
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS
WAIVER, (iii) EACH SUCH PARTY MAKES THIS WAIVER VOLUNTARILY,
AND (iv) EACH SUCH PARTY HAS BEEN INDUCED TO ENTER INTO THIS
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CERTIFICATICUS Iii THIS ZZCTION 2.3,

.€. dgr.-=s. ‘lotizes, -eguests, astructions or
othe: ¢oc-a nT:z IS ce civen .nder this Agreement snall be in
writing and shali. Ce <eemed given, ‘i) three tusiness days

following sending tv registered or certified mail, postage
prepaid, :ii) dnen sent 1f sent by facsimile, provided that
the fax is premprly confirmed by telepnone confirmation
thereof, (iii) when delivered, if delivered personally to
the intended recipient, and (iv) one business day later, if
sent by overnight delivery wvia a national courier service,

and in each case, addressed to a party at the ZIollowing
address for such party:

iE o S0 o Mavmar Sup

SBC Zommunications Inc.

175 E. Housten

San Antenio, Texas 78205
Attention: James D. Ellis, Esqg.

with copies to:

Sullivan & Cromwell
125 Broad Street

New 7York, New York 10004-2498
Attention: Benjamin F. Stapleton, Esq.

1f =~ vha ~ammany

Southern New England Telecommunications
Corporation

227 Church Street
New Haven, Connecticut 06510
Attention: Madeline DeMatteo, Esq.

with copies to:

Cravath, Swaine & Moore

825 Eighth Avenue

New York, New York 10019

Attention: Robert A. Kindler, Esq.
Robert I. Townsend III, Esqg.
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3r <2 such

:zner ferscns :r zddresses i3S may -e cesiZnated
in writing = Ine £artTy s recerve such notice 3s provided
above.

2.7, Z0f.s2 gresamens, This Agreement includ-
ing any exhiziz:z nerets),

zhe Stock Cption Agreement, che
Confidentialiitcy Agreement, the Company Disciosure lLetter and
the SBC Disclcsure Letter constitute the entire agreement,
and supersede 3il cSther zrior agreements, understandings,
representacions and warranties both written and oral, among
the parties with respect to the subject matter hereof. EACH
PARTY HERETO AGREES THAT, ZXCEPT FOR THE REPRESENTATIONS AND
WARRANTIES CONTAINED IN THIS AGREEMENT AND THE STOCK OPTION
AGREEMENT, NEITHER SBC AND MERGER SUB NOR THE COMPANY MAKES
ANY OTHER REPPESENTATIONS OR WARRANTIES, AND £ACH HEREBY
DISCLAIMS ANY CTTHER FEFRESEZNTATIONS COR WARRANTIZS MADE 3Y
ITSELF OR ANY CF ITS OFFICERS, OJIRECTORS, EMPLOYEES. AGENTS,
FINANCIAL AND LEGAL ADVISORS OR OTHER REPRESENTATIVES, WITH
RESPECT TO THE EXECUTION AND DELIVERY OF THIS AGREEMENT OR
THE TRANSACTIONS CONTEMPLATED HEREBY, NOTWITHSTANDING THE
DELIVERY OR DISCLOSURE TO THE OTHER OR THE OTHER'S
REPRESENTATIVES OF ANY DOCUMENTATION OR OTHER INFORMATION
WITH RESPECT TO ANY ONE CR MORE OF THE FOREGOING.

9.8. Thizg ®© 3 ficiaries, Except as
provided in Section 6.12 (Indemnification; Directors' and
Officers' Insurance), this Agreement is not intended to

confer upon any Person other than the parties hereto any
rights or remedies hereunder.

9.9. Qhlizar-aons of SBC =nd ~f “he Company.
Whenever this Agreement requires a Subsidiary of SBC to take
any action, such requirement shall be deemed to include an
undertaking on the part of SBC to cause such Subsidiary to
take such action. Whenever this Agreement requires a
Subsidiary of the Company to take any action, such require-~
ment shall be deemed to include an undertaking on the part
of the Company to cause such Subsidiary to take such action
and, after the Effective Time, on the part of the Surviving
Corporation to cause such Subsidiary to take such action.

9.10. Severabilitv. The provisions of this
Agreement shall be deemed severable and the invalidity or
unenforceability of any provision shall not affect the
validity or enforceability or the other provisions hereof.
If any provision of this Agreement, or the application
thereof to any Person or any circumstance, is invalid or
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anenfcrceaplis, 31 @ suitibple and s2gquizable trevision shall
pe substitutes -heref:sr -a order =3 carsy 2ut, 50 fir as may
be wvalid and =znfcrcsanclis, -he inatent znd zurpese < such
invaiid cr unenicrce=aplie grovisicn and ‘D) the remainder of
“his Agreemen: :=nd =-ne zppiicaticn c£ such provisicn to
other Ferscns :-r <1z £

_ receapility, nor shall..such iavalidity or
unenforceabilizy affact zhe validity or enforceability of
such provision, >r tne zpplication thereof, in any ctherx
jurisdiction. : - : '

.

9.11. ZIpterpzecation. The table of contents and
headings here.n are :Ior convenience of reference only, do
not consticute cart >f -his Agreement and shall not be
deemed to limit or >tnerwise affect any of the provisions
hereof. Whers =

Section or txhiniz, zuch reference shall be to a Section of
or Exhibit

to this Agreement unless otherwise indicated.
Whenever the words "include," "includes"” or "including" are

used in this Agreement, :they shall be deemed to be Zollowed
by the words "withoutr limitation.”

9.12. Assizoment. This Agreement shall not be
assignable by operat:on of law or otherwise:; provided,
however, that SBC may designate prior to the Effective Time,
by written notice to the Company, another wholly owned
direct or indirect Subsidiary to be a party to the Merger in
lieu of Merger Sub, in which event all references herein to
Merger Sub shall be deemed references to such other
Subsidiary (except with respect -0 representations and
warranties made here:n with respect o Merger Sub as of the
date hereof) and all representations and warranties made
herein with respect to Merger Sub as of the date hereof
shall be also made with respect to such other subsidiary as
of the date of such designation. Any assignment in

contravention of the preceding sentence shall be null and
voido T ’ )
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IN WITNESS WHEREQF, this Agreement has been duly executed and

delivered by the duly authorized officers of the parties hereto as of the date first
wntten above.

SOUTHERN NEW ENGLAND
TELECOMMUNICATIONS CORPORATION

By:
Name: Daniel J. Miglio
Title: Chairman of the Board
and Chief Executive Officer

SBC COMMUNICATIONS INC.

o Eha Q5 1)

Name: Edward E. Whitacre, Jr.
Title: Chairman of the Board
and Chief Executive Officer

SBC (CT), INC.

o hm L L

Name: Edward E. Whitacre, Jr.
Title: President

’



IN WITNESS WHEZREOF, this Agreement has been duly
executad ana delivered oy the culy authcrized officers of
the parties heretc zs of the date first written above.

SOUTHERN NEW ENGLAND,

TELECOMM /IZ\/T/(/JS /ORPORATION
/ .C..‘.’ e oter
By: N\’ /
/

: v Name: /
. . = Title:

SBC COMMUNICATIONS INC.

By:

Name:
Title:

SBC (CT), INC.

By:

Name:
Title:
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EXHIBIT A

STOCK OPTION AGREEMENT, dated as of the 4th day of
January, -998 :this "Agreeamant"), between Southern New
England Taleccmmunications Corperation, a Connecticut corpo-
ration ("Issyer"!, and SBC Communications Inc., a Delaware
corporation ("Grantes").

RECITALS

(a) The Merqer Agreement. Prior to the entry
into this Agreement and prior to the grant of the Option (as
defined in Section l(a)), Grantee, SBC (CT), Inc., a wholly-
owned subsidiary of Grantee ("Marger Sub"), and Issuer have
entered intoc an Agreement and Plan of Merger, dated as of
the date hereof (the "Merger Agreement”), pursuant to which

Grantee and Issuer intend to effect a merger of Merger Sub
with and into Issuer (the "Merger”).

(b) The Qption Agreement. As an inducement and
condition to Grantee's and Merger Sub’s willingness to enter
into the Merger Agreement, and in consideration thereof, the
board of directors of Issuer has approved the grant to
Grantee of the Option pursuant to this Agreement; provided,
that such grant was expressly conditioned upon, and made of
no effect until after, execution and delivery by Issuer,
Grantee and Merger Sub of the Merger Agreement.

NOW, THEREFORE, in consideration of the premises
and the mutual covenants and agreements set forth herein and

in the Merger Agreement, the parties hereto agree as
follows:

1. The Option. (a) Issuer hereby grants to
Grantee an unconditional, irrevocable option (the "Qntian")
to purchase, subject to the terms hereof, up to 13,266,587
fully paid and nonassessable shares of common stock, having
a par value of one dollar per share ("Common Stock"), of
Issuer at a price per share in cash equal to $§65.00 (the
"Qption Price”); provided, however, that in no event shall
the number of shares for which the Option is exercisable
exceed 19.9% of the shares of Common Stock issued and out-
standing at the time of exercise (without giving effect to
the shares of Common Stock issued or issuable under the
Option) -(the "Maximum Applicable Percentage”). The number
of shares of Common Stock purchasable upon exercise of the

Option and the Option Price are subject to adjustment as set
forth herein.

‘a
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(b) In the event that any additional shares of
Common Stock zre issued or otherwise become outstanding
after the date of this Agreement /other than pursuant to
this Agreement:, the aggregate number of shares of Common
Stock purchasable upon exercise of the Option (inclusive of
shares, if any, orevicusiy purchased upon exercise of the
Option) shail automatically be increased (without any
further action on the part of Issuer or Grantee being neces-
sary) so that, after such issuance, it equals the Maximum

Applicable Percentage. Any such increase shall not affect
the Option Price.

2. roise: Closing:. (a) Conditions to Exar-
cise: Termination. Grantee or any other person that shall
become a holder of all or a part of the Option in accordance
with the terms of this Agreement (each such person being
referred to herein as the "Hglder") may exercise the Option,
in whole or in part, by delivering a written notice thereof
as provided in Secticn 2(d) within 90 days of the occurrence
of a Triggering Event (as defined in Section 2(b)) unless
prior to such Triqgering Event the Effective Time (as
defined in the Merger Agreement) shall have occurred. The
Option shall terminate upon either (i) the occurrence of the
Effective Time or (ii) the close of business on the earlier
of (x) the day 90 days after the date that Grantee becomes
entitled to receive the Termination Fee (as defined in the
Merger Agreement! and (y) the date that Grantee is no longer
potentially entitled to receive the Termination Fee, in each
case under Section 8.5(b) of the Merger Agreement.

(b) Triggering Evepr. A "Triggering Event” shall
have occurred if the Merger Agreement is terminated and
Grantee then or thereafter becomes entitled to receive the

Termination Fee pursuant to Section 8.5(b) of the Merger
Agreement.

(c) Notice of Trigger Event by Issuer. Issuer
shall notify Grantee promptly in writing of the occurrence
of any Triggering Event, it being understood that the giving

of such notice by Issuer shall not be a condition to the
right of the Holder to exercise the Option.

(d) Notice of Exercise by Grantes. If a Holder
shall be entitled to and wishes to exercise the Option, it
shall send to Issuer a written notice (the date of which is
referred to herein as the "Ngtice Date") specifying (i) the
total number of shares that the Holder will purchase pursu-
ant to such exercise and (ii) a place and date (a "Closing
Date") not earlier than three business days nor later than
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60 business days from the Notice Date for the closing of
such purchase {a "(lgsing"!: provided, that if a filing is
required under the Hart-Scott-Rodino Antitrust Improvements
Act of 1976, as amended ‘the "HSR Agt"), or prior notifica-
tion to or approval of the FCC, the CDPUC or any other
regulatory authority is required in connection with such
purchase, the Holder or Issuer, as required, promptly after
the giving of such notice shall file the required notice or
application for approval and shall expeditiously process the
same and the period of time referred to in clause (ii) shall
commence on the date on which the Holder furnishes to Issuer
a supplemental written notice setting forth the Closing
Date, which notice shall be furnished as promptly as
practicable after all required notification periods shall
have expired or been terminated and all required approvals
shall have been obtained and all requisite waiting periods
shall have passed. Each of the Holder and the Issuer agrees
to use all reasonable efforts to cooperate with and provide
information to Issuer or Holder, as the case may be, for the
purpose of any required notice or application for approval.

(e) PRayment of Purchase Price. At each Closing,
the Holder shall pay to Issuer the aggregate purchase price
for the shares of Common Stock purchased pursuant to the
exercise of the Option in immediately available funds by a
wire transfer to a bank account designated by Issuer:;
provided, that failure or refusal of Issuer to designate
such a bank account shall not preclude the Holder from
exercising the Option, in whole or in part.

(£) Delivery of Common Stock. At such Closing,
simultaneously with the payment of the purchase price by the
Holder, Issuer shall deliver to the Holder a certificate or
certificates representing the number of shares of Common
Stock purchased by the Holder and, if the Option shall be
exercised in part only, a new Option evidencing the rights
of the Holder to purchase the balance (as adjusted pursuant
to Section 1(b)) of the shares then purchasable hereunder.

(g) Restrictive Legend. Certificates for Common
Stock delivered at a Closing may be endorsed with a restric-
tive legend that shall read substantially as follows:

"The transfer of the shares represented by
this certificate is subject to certain provisions
of an agreement between the registered holder
hereof and Issuer, a copy of which agreement is on
file at the principal office of Issuer, and to
resale restrictions arising under thé Securities
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Act of 1933, as amended. A copy of the aforemen-
tioned agreement will be mailed to the holder
hereof without charge promptly after receipt by
Issuer =f a written request therefor."

It is understood and agreed that: (i) the reference to the
resale restrictions of the Securities Act of 1933, as
amended (the "Segcuritise Act"”), in the above legend shall be
removed by delivery of substitute certificate(s) without
such reference if the Holder shall have delivered to Issuer
a copy of a letter from the staff of the Securities and
Exchange Commission, or a written opinion of counsel, in
form and substance reasonably satisfactory to Issuer, to the
effect that such legend is not required for purposes of the
Securities Act; (ii) the reference to the provisions of this
Agreement in the above legend shall be removed by delivery
of substitute certificate(s) without such reference if the
shares have been sold or transferred in compliance with the
provisions of this Agreement and under circumstances that do
not require the retention of such reference; and (iii) the
legend shall be removed in its entirety if the conditions in
the preceding clauses (i) and (ii) both are satisfied. 1In
addition, such certificates shall bear any other legend as
may be required by applicable law.

, (h) Qwnership of Record: Tender of Purchase
Price: Expenses. Upon the giving by the Holder to Issuer of
a written notice of exercise referred to in Section 2(e) and
the tender of the applicable purchase price in immediately
available funds, the Holder shall be deemed to be the holder
of record of the shares of Common Stock issuable upon such
exercise, notwithstanding that the stock transfer books of
Issuer shall then be closed or that certificates repre-
senting such shares of Common Stock shall not have been
delivered to the Holder. Issuer shall pay all expenses, and
any and all United States federal, state and local taxes and
other charges that may be payable in connection with the
preparation, issue and delivery of stock certificates under

this Section 2 in the name of the Holder or its assignee,
transferee or designee.

3. Covepants of Tssyer. In addition to its
other agreements and covenants herein, Issuer agrees:

(a) Shares Reserved for Issuance. To maintain,
free from preemptive rights, sufficient authorized but
unissiied or treasury shares of Common :Stock so that the
Option may .be fully exercised without additional authoriza-
tion of Common Stock after giving effect to all other
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options, warrants, convertible securities and other rights
of third parties to purchase shares of Common Stock from
Issuer, or to issue the appropriate number of shares of
Common Stock pursuant to the terms of this Agreement;

(b) MNgo Avoidance. Not to avoid or seek to avoid
(whether by charter amendment or through reorganization,
consolidation, merger, issuance of rights, dissolution or
sale of assets, or by any other voluntary act) the observ-
ance or performance of any of the covenants, agreements or

conditions to be observed or perfoimed hereunder by Issuer:;
and "

KA SR} I EET 0 A T S 30 .

tewtiis 7 (e):-Eurther Assiirances-i:iPromptly after  the date
hereof to take all actions as may from time to time be
required (including (i) complying with all applicable
premerger notification, reporting and waiting period
requirements under the HSR Act and (ii) in the event that
prior approval of or notice to the FCC, the CDPUC or any
other regulatory authority is necessary under any applicable
federal, state or local law before the Option may be exer-
cised, cooperating fully with the Holder in preparing and
processing the required applications or notices) in order to
permit each Holder to exercise the Option and purchase
shares of Common Stock pursuant to such exercise and to take

all action necessary to protect the rights of the Holder
against dilution.

4. Representations and Warranties of Issuyer.
Issuer hereby makes each of the representations and
warranties contained in Sections 5.1(b) (ii), S5.2(a) and
5.2(b) of the Merger Agreement as they relate to this
Agreement as if such representations and warranties were set
forth herein. Issuer hereby further represents and warrants
to Grantee that all shares of Common Stock, upon issuance
pursuant to the Option, will be delivered free and clear of
all claims, liens, encumbrances, and security interests

(other than those created by this Agreement) and not subject
to any preemptive rights.

S. Representations and Warxanties of Grantes.
Grantee hereby represents and warrants to Issuer that
Grantee has all requisite corporate power and authority and
has taken all corporate action necessary in order to
execute, deliver and perform its obligations under this
Agreement and to consummate the transactions contemplated
hereby:; this Agreement has been duly and validly executed
and delivered by Grantee and constitutes a valid and binding
agreement of Grantee enforceable against Srantee in
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accordance with its terms, subject to bankruptcy, insol-
vency, fraudulent transfer, reorganization, moratorium and
similar laws cI general applicability relating to or affect-
ing creditors’ zights and to general equity principles.

6. ELxchange: Peplacement. This Agreement and
the Option granted hereby are exchangeable, without expense,
at the option of the Holder, upon presentation and surrender
of this Agreement at the principai office of Issuer, for
other Agreements providing for Options of different
denominations entitling the holder thereof to purchase in
the aggregate the same number of shares of Common Stock
purchasable at such time hereunder, subject to corresponding
adjustments in the number of shares of Common Stock
purchasable upon exercise so that the aggregate number of
such shares under all Stock Option Agreements issued in
respect of this Agreement shall not exceed the Maximum
Applicable Percentage. Unless the context shall require
otherwise, the terms "Agreement" and "Option" as used herein
include any Stock Option Agreements and related Options for
which this Agreement (and the Option granted hereby) may be
exchanged. Upon (i) receipt by Issuer of evidence reason-
ably satisfactory to it of the loss, theft, destruction, or
mutilation of this Agreement, (ii) receipt by Issuer of
reasonably satisfactory indemnification in the case of loss,
theft or destruction and (iii) surrender and cancellation of
this Agreement in the case of mutilation, Issuer will
execute and deliver a new Agreement of like tenor and date.
Any such new Agreement executed and delivered shall consti-
tute an additional contractual obligation on the part of
Issuer, whether or not the Agreement so lost, stolen,
destroyed or mutilated shall at any time be enforceable by
any person other than the holder of the new Agreement.

7. Adjustments. In addition to the adjustment
to the total number of shares of Common Stock purchasable
upon exercise of the Option pursuant to Section 1(b), the
total number of shares of Common Stock purchasable upon the

exercise hereof and the Option Price shall be subject to
adjustment from time to time as follows:

(a) In the event of any change in the outstanding
shares of Common Stock by reason of stock dividends, split-

ups, mergers, recapitalizations, combinations, subdivisions,
conversions, exchanges of shares or the like, the type and
number of shares of Common Stock purchasable upon exercise
of the Option shall be appropriately adjusted, and proper
provision shall be made in the agreements governing any such
transaction, so that (i) any Holder shall- receive upon
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